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Independent Auditors’ Report

To the Board of Directors
Shreveport Regional Arts Council
Shreveport, Louisiana

We have audited the accompanylng statement of financial position of the Shreveport Regional Arts Council (a
nonprofit organization) as of June 30, 2010, and the related statements of activities, functional expenses and
cash flows for the year then ended, These financial statements are the responsibility of the Shrevaport
Regional Arts Council's management.  Our responsibility is to express an opinion on these financial
statements basad on ocur audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits containad in Government Auditing Standards, issued by
tha Comptrollar Generai of the United States, Those standards require thal we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supperting the armounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and the signlificant estimates made by
management, as weli as evaluating the ovarall financial statement presentation. We believe that our audit
provides a reasonable basis for our gpinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Shreveport Regionel Arts Councll as of June 30, 2010, and the changes in its net assets and its
cash flows for the vear then ended, in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Audifing Standards, we have alsc issued our report dated November 12,
2010, on our consideration of the Shreveport Regional Arts Council's intemal control over financial reporting
and on our tests of its compliance with certain provizians of laws, regulations, contracts and grant agreements
and other matiers. The purpose of that report is to describe the scope of our testing of Internal control over
financial reporting and compillance, and the results of that testing and not to provide an opinion an the internal
control over financial reporting or on compliance. That report is an integral part of an aucit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our audit.

ook bhady

Cook & Morehart
Certified Public Accountants
November 12, 2010



Shreveport Regional Arts Council
Shreveport, Louisiana
Statement of Financial Position
June 30, 2010

Assets

Cument assets:
Cash and cash equivalents
Investments
Grants receivable
Other recaivables
unconditional promises to give
Prepaid expenses

Total current agsets

Noncurrent assets:
Long-term unconditional promisas to give
Deposits
Cash restricted for facility renovatfons
Property and equipment, net
Totzl noncurrent assets

Total Assets
Liakilites and Net Assets

Current liabilities:
Accounts payahle
Grants payable
Accrued expenses
Total current liabilities

Net aseets
Unrestricted:
Operaling
Designated
Fixed assets
Ternporarily restricted

Total net assets

Total Liabilities and Net Assels

The accompanying notes are an integral part of the financial statements.

331,866
1,082,306
84,349
81,897
47,850
4,785

1,843,063

59,841

2,158
25000
61,638

158,636

1,801,699

56,248
78,287
46,061

180,657

46,585
1,162,006
61,639
350,872

1,621,102

$

1,801,659



Shraveport Regional Arts Council
Shraeveport, Louisiana
Statemeant of Aclivities

For the Year Ended June 30, 2010

Revenues, gains, supporl and reclassifications:
Admissions sales and concessions
Tuition and fees
tndividual contricutions
Business and industry contributions
Foundation grants
Govemment grants / confracts:

City of Shreveport
Other govarnments
State of Louisiana
Special events -
Christmas in the Sky
Investment income
Miscellaneous income
Net assets released from restrictions
Satisfaction of program restrictions

Total revenues, gains, support
and reclassifications

Expenses:
Supporting services -
General and administrative
Special events fund raising - Christmas in the Sky

Total supporting services

Program services
Artbreak
Arspace
Decentralized Asris Funding
Triumph Over Tragedy
Regrants, Penels and other programs

Total programs services
Total expensas

Change in net assets

Net assets, beginning of year

Net assets, end of year

The accompanying notes are an integrat part of the financial statements.

Tempcerarily
Unrestricted Rastricted Totals

% 305,745 $ L 305,745
227,839 227.839
169,398 169,398
183,104 183,104
106 449 118,714 225,160
175,000 175,000
375,600 375,600
396,354 396,354
134,255 28,171 162,426
104,367 104,367
F3,856 63,886

227 151 (227,15%)

2,469,128 (80,269) 2,388 859
476,662 476 662
116,797 116,797
593,459 583,459
304,511 304 511
769,692 750 692
298,201 298,201
276 697 276,697
268,635 268 635

1,918,736 1,918,736

2,512 185 2512185
(43,087) {80,269) (123,336)

1,313,297 431,141 1,744 438

$ 1270230 $ 350,872 $ 1621102
P
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Shreveport Regional Arts Gouncil
Shreveport, Loulslana
Statement of Cash Flows
For the Year Ended June 30, 2010

Operating Activities

Changes in net assets (123,336}
Adjustments to reconcile change in net assets to
net cash provided {used} by operaling activilies;

Depreciation 16,126
Realized and unrealized gains and losses on investments (64,534)
Loss on disposal of assets 37,7112
(increase) decrease in operating assets:
Grants receivable {76,727)
Other receivables (63,147)
Promises lo give (15,263}
Increase {decrease) in aperaling liabilitias:
Accounts payable 33,112
Grants payable (19,740)
Accrued expanses 14 561
Net cash provided (used) by operating activities {261.236)
investing Activities
Sales and maturities of investments 1,158,356
Purchases of investments (1,136,649)
Payments for property and equipment (34 678)
Net cash (used) by investing activities (12,871)
Net increase {decrease) in cash and cash equivalents {274,207)

Cash and cash equivalents as of beginning of year 531,073

Cash and cash equivalents as of end of year 3 356,866

The accompanying notes are an intagral part of the financial statements.

5
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Shreveport Reglonal Arts Council
Shreveport, Louisiana
Notes to Financial Statements
June 30, 2010

Summary of Significant Accounitng Policies

A

Nature of Activities

The Shreveport Regional Aris Council (SRAC) is a private, nonprofit corporation governed by a
board of directors and adrrinistered by a professional staff. SRAC's goal is lo serve as an
umbrella arganization to enrich tha quality of life within the region through the promotion of the
Arts. SRAC's services, therefora, include providing cultural programming, scheduling and
coordinating cultural aclivities, and other profassional services directed toward its stated goal.

Basis of Accounting

The financial statsments of SRAC have been prepared on the accrual basis of accounting.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Thoss estimeles
and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and reported revenues and expenses. Actual results could diffar from those
estimates.

Basis of Presentation

Financial statement presantation follows the recommendations of the Financial Accouniing
Standards Board In its Statemert of Financial Accounting Standards (SFAS) No. 117, Financial
Statements of Net-for-Profit Organizations. Under SFAS No. 117, the Organization is required to
report information regarding Its financial position and activities according to three classes of nat
assets; unrestricted net assets, temporarily restricted net assets, and permanently resiricied net
assats.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, SRAC considers all unrestricted highly liquid
investments with an initial maturity of three months or less to be cash equivalents.

Promises to Give
Unconditional promises to give are racognized as ravenues or gains in the period tha promise to
give is received and as assels, decreases of fiabllities, or expenses depending on the form of the

benefils received. Conditional promises to give are recognized when the conditions on which they
depend are substantially met

investments

Invastments are stated at fair market value, based on guoted market prices.

Property and Equipment

it is the policy of SRAC (o capilalize all fixed assets with a unit cost of $500 or mere. Property,

equipment, and leasehold improvements are camied at cost or, if donated, at the approximate fair
velue et the date of donation. Depreciatianis provided on the straight-line method over the

{Continued)
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Shreveport Regional Arts Council
Shreveport, Louisiana
Notes {o Financial Statements
June 30, 2010
{Continued)

estimated usefu) lives of the assets. Amoriization of leasehold improvements Is provided on the
straight-ine method over the remaining term of the lease or the useful life of the improvement,
whichever is shorter.

Restricted and Unrestricted Revenue and Support

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All other donor-
restricted support Is reported as an increase In temperarily or permanently restricted net assets,
depending on the nature of the restriction. When a restriction expires (that is, when a stipulated
time restriction ends or purpose restriction is accomplished), temporarily restricted net assets are
reclassified to unrestricled net assets-and reported in the statement of activities as net assets

released from restrictions.
Advertising Costs

SRAC uses advertising to promole its services among the community it serves. The costs of
advertising are expensed as incurred. Forthe year ended June 30, 2010, adverlising costs totaled
$15,031 and are included in promotions on the Statements of Functional Expenses,

Employea Benefit Plans

SRAC established a Simple Relirement Account plan for its fult and part-time employees. An
employee is eligibe to participate in any calendar year if the employee received at least $5,000 of
compensation during each of the two preceding year calendar years and is reasonably expected to
receive at least $5,000 in compensation during the current calendar year. Participation is voluniary,
and the employee may conlricute up to $7,000 per year. SRAC maiches the empioyee’s
contribution up to 3% of the employee's annual compensation, or $7,000, which ever is less. The
contribution charged to expense for the year ended June 30, 2010 was $5,132.

Income Tax Siatus

SRAL is a non-profit corporation and is exempt fram state and faderal income taxes under Section
501{c)(3) of the Internal Revenue Code. However, income from certain activities nat diractly
related to SRAC's tax-exempt purpose is subject lo taxation as unrelated business Income. SRAC
had no such incoma for this audit period.

. Expense Allocation

The costs of providing various programs and ather activities have bean summarized on a
functional basis in tha Statements of Activities and in the Statements of Functional Expenses.
Accordingly, certain costs have been atlocated among the programs and supporling services
benefited.

. Accrued Absances

SRAC’s policy is to pay employees upon termination for vacation time accrued up to 80 hours
maximum per employee with 0-5 years experience; up to 96 hours for employees with 5-10 years
experience; up o 120 hours for employses with 10-15 years experience; up o 144 hours for
employees with 15-20 years experience; and up to 168 hours for employesas with over 20 years
experience. An accrued liability for vacation time of $36,242 is included in accrued expenses at
Juna 30, 2010.

(Continued)
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(3)

‘Shreveport Regional Arts Councll
Shreveport, Loulsiana
Notes to Financia! Statements
June 30, 2010
(Continued)

Q. Fair Value Measurements

FASB Statement No. 157, Fair Value Measuraments, defines fair value, establishes guidelines for
measuring fair value and expands disclosures regarding fair value measurements. SFAS No. 157
does not require any new fair value measuraments but rather eliminates inconsisiencies in
guidance found in various gther accounting pronouncemeants.

Assets and liabilities measured at fair value are recordad in accordance with SFAS No. 157, which
clarifies that fair vaiue ls an exit price, representing the amount that would be received to seli an
asset or pald to transfer a liability in an ordery transaction between market participants. As such,
fair vaiue Is a market-based measurament that should be determined based cn assumptions that
market participants would use in pricing an asset or liability. As a basis for considering such
assumptions, SFAS No. 157 establishes a three-tier value hierarchy, which prioritizes the inputs
used in measuring fair value as follows:

Level 1 lnputs — Unadjusted guoted prices in active markels thal are assessable at the
measurement date for identical assets and liabilities.

Level 2 Inputs — [nputs other than quoted prices in aclive market that are observable either
directly or indirectly.

Leva! 3 Inputs — Unobservable inputs in which there s little or no market data, which requires
management to develop their assumptions.

Agreement for Services

Under a formal agreement for services batween the City of Shreveport (the City) and SRAC, the City
agrees lo provide technical assistance in the planning and implementation of programs, use of certain
facilities, office space and persannel and funding for programming. The fzir value of the technical
assistance recelved and use of the facilities, office space and parsonnel is not reasonably
determinable and is not recorded as revenue. SRAC also agraes to provide cerain programming
services under the agreament.

Concentrations of Credit Risk

SRAC maintains cash balances at several financial inslitutions located in the Shreveport area.
Accounts at each institution are insured by the Federal Deposit insurance Cormporation (FDIC) up to
$250,000_At June 30, 2010 total cash balances held at financial institutions was $388,078, all which of
was secured by FDIC Insurance.

Concentrations of credit risk with respact to promises to give are limited due to the large number of
contributers comprising SRAC's contributor base and their dispersion across different industries. As of
June 30, 2010, SRAC had no significant concentrations of credit risk In relation to promises to give,

Concentrations of credit risk with respect to grant receivables are limited due to these amounts being
due from governmental agencies under contractual terms. As of June 30, 2010, SRAC had no
significant concentrations of credit risk in relation to grant receivables.

(Centinued}
8
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Shreveport Regional Arts Council
Shreveport, Louisiana
Notes to Financial Statements
June 30, 2010
{Centinued)

Promises to Give

Unconditional promises to give at Juns 30, 2010 ara as follows:

Capital — Central Fire Renovations $ 93,891
Legacy 24,582
i 118473
Receivable in less than one year 3 47,660
Receivable in one to five years 70614
Less discount on promises { 773)
Net long-term 69,841
Net unconditional promises to give $ 117,701

Amounts shown ara net of an allowance for doubtfu! accounts of $25,925. Promises receivable
axpected to be collected over more than one year are discounted at .12%.

Condltional promises to give at June 30, 2010 consist of a $100,000 donation from a private company,
This donation will ba released io SRAC when SRAC verfies that is has raised the initial $000,000 of
the $1,000,000 for the Renovation of the Central Fire Station through other private donors.

Investments
The investments are presented in the financial staternents at fair value using level 1 fair value

measuras {quoted prices in aclive markets). Investments as of June 30, 2010 consisted of the
following:

_Farvalye __ Cost
Money market 5 100,376 5 100,374
Fixed income 390,073 389,731
Qther assets 190,282 205,984
Equities 392 875 385,374

§ 1082306 3 __1.081473

For year ended June 30, 2010, interest and dividends were $39,838, realized gains were $98,012 and
unrealized losses were $33,483.

Property anc Equipment

Property and equipment at June 38, 2010, with estimated depreciable life, are summarized as follows:

Leasehold improvements 7 - 20 years $ 121,128
Fumiture, fixtures, equipment 5~ 10 years 55,082
. 176,210
Accumulated Depreciation 114,571
£ 61639

Depreciation expense for the year ended June 30, 2010 was $16,126.

{Continugd)
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Shraveport Regiona! Arts Council
Shreveport, Louisiana
Notes to Financial Statements
June 30, 2010
{Continued)

(7) Reslrictions on Net Assels

Temporarily restricted net assets are available for the following purposes or periods:

Artspaco $ 203,290
Renovation of Central Fire Station 118,711
Christmas in the Sky 28,171

§ 350872

(8) Designated Net Assets

The Board of Directors designated cash and investments al June 30, 2010 tofaling 31,082,306 {o
insure that SRAC's resounrces will remain stable regardless of potential changes In public or private
funding.

In additicn, the Board has designated 579,700 from funds received from the City of Shrevepost to be
used for regrants and Artspace.

(9) Operating Leases
SRAC leases cartain storage space and equipment under operating leases. Rental costs for these

leases for the year ended Jure 30, 2010 were $8,881. Commitments under lease agreements having
initial or remaining non-cancellakie terms in excess of one year are as follows:

Far the Year Ending Jung 30,

2011 $ 6,540
2012 6,540
2013 6,540
2014 5,540
2015 1588
Total minimum future rentals $ . _..208148

(10) Accrued Expenses

Accrued expenses consisted of the following at June 30, 2010

Accrued leave payable 3 36,242
Accrued payroll R X
2 46,081

{11) Third Party Reimbursement
During the year ended June 30, 2010, SRAC received confractual revenue from state, parish, and city

grants in the amount of $946,954. The continued existense of these funds is based on annual contract
renewals with various funding sources,

{Continued)
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(13)

(14)

(15)

(16)

Shreveport Regional Arts Council
Shreveport, Lovisiana
Notes to Financial Statements
June 30, 2010
(Continued)

Donated Materials, Facilities, and Services

Various materials and services were donated to SRAC by various individuals and organizations.
Donated materials and services for the year ended June 30, 2010 were $30,155, were recorded at fair
markel value at the dale of donation, and have been included in revenue and expensas for this year.

Grants Payatle

Grants payahle at June 30, 2010 represent amounts owed to recipients of arts grants awardad by
SRAC but not vet paid. Final payments are made upon raceipt of final reports from the recipients.

Endowment Account with Community Faundation of Shreveport—Bossier

SRAC has entered into an agreemant with the Community Foundation of Shreveport—-Bossier{FeB)
Tha agreement establishes an Agency Endowment Fund at CFSB called “Arts Forever Fund” (Fund).
All praparty of the Fund belongs to GFSB. The fund will be used for support of the charitable purposas
of SRAC. Net income and capital appraciation of the Fund, as govemed by CFSB's Spending Policy,
will be paid and distributed to SRAC at least annually, for as fong as SRAC is a Qualified Charitable

Organization.
The fair market value of the fund at June 30, 2010 was $174,024.

Subsequent Event

Subseguent svents have been evaluated through November 12, 2010, the date the financial
statements were available to be issued.

Commitments

SRAC has entered into contracts for the design and renovation of the Central Fire Station totaling
$128,000. As of June 30, 2010, $10.000 of the contracts had been incurred.

3
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Report on_nlema| Conirol Over Financial Repprting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Perfgrmed in Accordance With Govemmesnt Auditing Standards

To the Board of Directors
Shreveport Regionail Arts Council
Shravaport, Louisiaha

We havs audited the financial statements of Shreveport Raegional Arts Councll as of and for the year ended
June 30, 2010, and have /ssued our report therean dated November 12, 2010, We conducled our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

internai Control Over Financial Reporting

In planning and performing our audit, we considered Shrevepart Regional Arts Council's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our oplnion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Shreveport Regional Arts Council's internal control over financigtreporting. Accordingly, we do netexpress an
opinion on the effectiveness of the Organization's intermal control over financial reporting.

A deficiency in infemai control exists when the design or operation of a control does not allow management ar
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstaternents on a limely basis. A maleral weakness is 2 deficiency, or a combination of deficiencies, in
intemal controf such that there is a reasonable possibilily that a material misstatement of the entity's finencial
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal contrgl over financial raporting was for the limited purpose described in the flrst
paragraph of this section and was not designed to identiy all deficlancies in internal control over financial
reporting that might be deficiencies, significant deficlencies, or material weaknesses, We did not indentify and
deficiencies In Intemarl control over financial reporting that we consider ko be malerial weaknesses, as defined
above. However, we identified a certsin deficiency in intemal control over financial reporting, descibed in the
accompanying summary schedule of audit findings as itern 2010-1, that we consider 1o be a significant deficiency
in internal contrel over financial reporting. A significant deficiancyts a deficiency, or acombination of deficiencies,
In intemai control that is less sevena than a material weakness, yet important enough to merit attention by those
charged with gavemance.

Compliance and Other Matters

As part of gblaining reasonable assurance about whether Shraveport Regional Arts Council's financial
statements are free of matarial misstatement, we parformed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, nancempliance with which could have a direct and matarial
effect on the datermination of financiat statement amounts. However, providing an opinion on compliance with

12



those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance ar other matters that are raquired to be reported
under Government Auditing Standards.

Shravaport Regional Arts Council’s response to the finding identified in our audit Is deseribed in the
accompanying summary schedule of audit findings. We did not audit Shreveport Regional Arts Council's
response and, accordingly, we express no opinion on it

This repert Is Intended solely for the information and use of management and others within the organization and
is nat intended to be and should not be used by anyone other than these specified parties.

(ofiwedal

Cook & Morahart
Certified Public Accountants
November 12, 2010
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Shreveport Regicnal Arts Council
Shreveport, Louisiana
Summary Schedule of Audit FIndings
June 30, 2010

Summary Schedule of Prior Audit Findings
There is one significant deficiency far the prior year audit for the year ended June 30, 2009, as follows:
20091 SIGNIFICANT DEFICIENCY

Statement of Deficiency: During our audit, we noted the following with regards to the agency’s receipt
function:
+ The accountent who maintains the agency's general ledger is also responsible for preparing
deposit slips, recarding deposits in general ledger, and taking deposits to the bank.
+ Controls over racelpts at an offsile location were inadequate. Cashiers were not closing out
registers daily or depositing credit card receipts timaly.
Recommendation: We recommaend that adequate internal controis be establishad concerning separation
of duties, including deposit slips being prepared by an employee independent of the general ledger
function. We further recommend that additional controls be implemented with regards to offsite receipts,
including closing out registers daily, remitting credit card receipts timely, and recenciling actual deposits
to cash rogister reports an a continual basis.

Current Slatus: See repeat comment in current year audit.

Corrective Action Plan for Current Year Audit Findings

There is one significant deficiency for the currant year audit for the year ended June 30, 2010, as follows:

2010-1 SIGNIFICANT DEFICIENCY

Statement of Deficiency: During our audit, we noted the following with regards to the agency's receipt
function;
¢+ The accountant who maintains the agency's general ledger is also responsible for prepanng
deposit slips, recording depesits in general bedger, and faking deposits to the bank.
+ Controls over receipts at an offsite location were inadequate. Cashiers were not closing out
registers daily or dapositing credit card receipts timely.

Recommendaticn. We recommend that adeguate internal controls be established conceming separation
of duties, including deposit slips being prepared by an employee independent of the general ledger
function. We further recommend that additional contrais be implemented with regards to offsite receipts,
including closing out registers daily, remitting credit card receipts timely, and reconciiing actual deposits
to cash register reports on a continual basis.

Management response: Being a non-profit organization we are limited in personnel and resources;
however, we are avaluating ways to improve the situation relative to this issue. We will ssek anothar
employee to review the prepared deposits which will then be taken to the hank by another employee,
other than the accountant,

Our organization has worked diligently to alleviate these inconsistencias and we are comfortable that we
now have this under control. We have daily procedures and checkiists in place to ensure that registers
are correctly opened and closed daily and deposits are made timely and properly reported to the
accountant. We have also invested in a new Poinl of Sale system where the daily transactions can be
manitored by our accountant. We have hired a new Operations Director who is ensuring that all daily
procedures are followed, which includes registers being closed-out daily, deposits made accurately and
timely and alt correctly reported to our accountant.
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